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MEMORANDUM FOR: 
SUBJECT 


Deputy Director (Support) 


- Report of Audit for the 
Period from Inception 1 November 1957 
to 31 May 1961 


1. The major deficiencies reflected in the attached 
report relate to the inadequacy of substantive documentation 
in support of expenditures and obligations. Similar defici- 
encies have been encountered in other action projects where 
sensitivity required that the activity be administered, 
controlled, and documented outside normal channels. 

2. I believe that deficiencies of this type in these 
special projects would be largely avoided if we assure that 
responsible operating officials are provided with and utilize 
the technical assistance available from responsible Support 
Offices and if policy and criteria for obligating funds for 
special activities are clarified or re-defined to better 
recognize the realities of these situations. 

3. In the case of control, maintenance and recording 
of documentation to support discharge of accountability for 
funds, we should look to the Comptroller for assistance and 
guidance rather than require operational personnel to assume 
this technical responsibility. The Comptroller’s Office is 
equipped to provide assistance and if appropriate, assign 
experienced personnel to assist in the discharge of these 
responsibilities within whatever security and sensitivity 
considerations are determined necessary* Although assignment 
of technical personnel is highly desirable in many cases, 
such assignees should not be expected to provide the full 
breadth of knowledge and experience necessary to meet all 
technical problems which may be encountered. Such breadth 

of .knowledge and experience is generally available only in 
the staffs of the responsible Support Office. Fuller 
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utilization of these offices should avoid significant lapses 
in documentation as well as free operational officials from 
many administrative-fiscal details which impinge on the time 
and energy available for more substantive operational matters. 

4. Paragraphs 5 through 8 of the attached report comment 
on the problem encountered in obligating funds. There are two 
aspects to this problem. First, the matter of basic documen- 
tation and data necessary to support obligations and second, 
the restriction on use of funds by fiscal year under the 
Agency's commitment to the Bureau of the Budget, General 
Accounting Office, Treasury Department, and House Appropria- 
tions Committee. I understand the Comptroller is drafting a 
paper designed to clarify obligating criteria and otherwise 
overcome these problems. 
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Chief* PE Division 12 September i 961 

Chief, Audit Staff 

Report of Audit of for the Period 25X1 A2D1 

i November 1957 to 31 May 1961 



Attached is subject report. Please advise the Audit 
Staff of the action taken oa the recommendations reflected 
in paragraph 4 of the report. 
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A VDIT STAFF 


REPORT OF AUDIT 


This report presents the findings de- 
veloped from an audit of activities and 
accounts undertaken pursuant to 
Audit Staff responsibilities and au- 
thorities set forth in organization reg- 
ulations. The audit included review 
and appraisal of internal controls and 
procedures and such other audit proc- 
esses, test checks and verification of 
accounts, assets and transactions as 
were considered appropriate and con- 
sistent with generally accepted audit 
standards in the circumstances. 

The objectives of the audit were to 
determine for management whether 

(1) Adequate controls and pro- 
cedures have been established 
and are being applied effec- 
tively to safeguard organiza- 
tion resources and assure 
that resources are used only 
for approved and legal pur- 
poses, and 

(2) Activities are being con- 
ducted economically, effi- 
ciently and in conformance 
with policy determinations 
and directives. 

The Audit Staff will be glad to fur- 
nish such additional data as may be 
available to it on any matter discussed 
in this report and to assist in any ac- 
tions on these matters. 


25X1A2D1 


For the period: 

From _ t Mww&ftr 1957 


to 31 May lHl 





Date — 1 Siptcabtr MU 


This report consists of % 
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smauuiY fjgMmz 

i. Our audit revealed tael iocumentatior* or other ttata oi 
the type normally required to 4 up pert obligations was not avail- 
able to autostaatiate the validity mi the total recorded obliga- 
tions, farther, mm tay transact iota occurring aabaaqueut to fi&ca 
rear 195$ and processed as *mcp4mditore* in liquidation oi fiscal 
fear 195$ obligations wore of the type which would normal Is be 
considered applicable to a fiscal year nubseq cent to fiscal Tern c 
195$. Adequate detail -fas not available to support a aohataatla 
amount erf expenditure*, and such documentation as was available 
was not maintained within a single substantive HU. Although 
documentation made available to a# indicated appropriate project 
approvals were obtained, we mare unable to determine whet hoc 
total project costs were within the limits of such approvals 
because property issued by field stations mas not shown on 
Headq aart era re cord » . 

4, he recoemmnd that I 4 ! flit it ion take action aa deemed 
appropriate to asetire docuatmtatioa and recording of future 
expenditures and obligation*- according to ouch deter mi eat ions 
aa nay arise out of the matters presented in this report. Addi- 
tional specific recommendation* arc presented for consideration 
aa follows: 

a. In coa Junction with the Comptroller , review un- 
liquidated obligation* and adjust account# to 
reflect only those obligation* deter mined to toe 
proper under established criteria, (Paragraphs 
♦ through ll) 

to. With concurrence oi tlve Coapt roller, determine 

whether review «rf all recorded expenditures should 
toe undertaken for the purpose erf adjusting as 
necessary to reflect charges to proper fiscal year. 
(Paragraph 13) 

c. Undertake action accessary te create a single sub- 
stantive file to support and reflect the detail 
of expend it wreo~ « paragraph 14) 
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5. Except for a ft* palest! lid ****** 

in Piscat Tear 1^33, the full allotneoh 

gMtmd at 30 June 1953 by Meneraadu* Obligation Mecerd 0 * 0.0 based 
<m Division estimte, the basis for which could not be furnished 
at ittt of audit . for the isst part Hast ware *®t 

suooorted by contracts# purclttft otdtfti or other proper oftligs- 
tiSTdocunents evidencing firm cotsnitneats as repaired by 
Section 1311 of the Supplemental Appropriation Aclj 1953, Public 
Law 333, approved Acguut 23, 1154 (31 U.S.C* 300) and Agency 
regulations. 

| t Ideatif ieation to fiscal Tear 1933 a £ all project obli- 
gations was due, at least ia text, to the opinion of operating 
officials that all coatitmtti or activities arising out of or 
attributable to the project were appropriate for charge to fundt 
re lea sed frott the reserve* Such procedure, in effect, resulted 
ia the troatnent of release*, free* the reserve as no-year funds 
not accountable by f iscal year* Such troatnent was not tom latent 
with the Agency cotea it sent to the bureau of the Budget, General 
Accounting Office, Treasury D^wrtmst, and House Appropriation** 
Connittee as expressed in tie Coopt roller’s henornndao of 
33 June 1931 to the Deputy Wmctar (Support), subject s rroposed 
Plan for Bee and/or sut lease of he gaining funds. 25X1 A2G 

T. It is recognised that it nay he difficult If not ia- 
prac tic able, particularly in instance* of najor unprograeme'i 
ac tivities requiring release# f row the reserve, to conpiy fully 
with generally applicable require went* for obligating funds. t2 
such la the case. It would appear in order in such instances to 
request the Director to approve special procedures and criteria 
for obligating funds appropriate to the circumstances. Any sues 
request should, of coarse, se coordinated with the General counsel 
and Oenpt roller to assure that basic legal and budgetary consider- 
ations arc satisfied* Also# we believe that# as a nlnintue, an/ 
special procedure lhaitii contenplate that# to the feasible extent# 
obligations will be supported by usual coanitneot docuneut* and 
that any estimates of cornel treats m tab 1 lahed as a result of 
programed activities will cite substantive data In support of 
the est iaates* Be suggest that this natter be explored with the 
Comptroller and General Counsel with a view to establishing 
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special obligating criteria for future operations when Jest if iad 
by the circumstance* and oat are of the activity. 


S. If the principle of accounting by fiscal year is te be 
Maintained in tfce cane of activities funded from the reserve, 
it would appear that approval* for release should contemplate 
either (a) that funds Mill be released progressively, (b) that 
funds previously released and sot required for obligations of 
the current year will be updated, or <c) other funding arraage- 
***** will be iapleaeated to provide funds for obligation.: 
incurred in years subsequent to the year of approval, necessary 
guidance in netting this proxies in the future should be obtained 
from the Comptroller and General Counsel. 


25X1A1A 


25X1 


25X1A1A 


Unliquidated Obligati or a Overs tf^fd 
Obligations totalling 


9. Obligations totalling iWHvtre transferrer to 
the "M" account in June 19b 1. these obligations are not sup- 
ported by usual obligating d>cj*eit* but are based on a nesaorandata 
signed by the Chief of division, dated 30 June 1990. The Divi- 
sion Msortfidun indicates that the obligations were for continuing 
operational expenses of Intelligence and cooauaicat ion networks, 
resupply and coating® sue lea,. 


A2D1 Remaining 


10. Sy memorandum to the mi via DP/P from C/tel, dated 
31 June 1991. subject : Proposed flan for Use and/or Release of 

Panda, the ft Division indicated that the thee 

( ipnrgx iiitf iu 

requested PCI 

ends to liquidate this balance* 
Action on the PI proposal hat. >3<s« held up , ending submittal of 
recommendations to be prepared Jointly by the Division and toe 
Comptroller as recommended by the 90/ S in his neaorandua to the 
DCI, dated 28 June 1961* 



approve 


account 


11. la light of the peadisti action to datemiae to what 
extent, if any, obligations presently exist which nay proper iy 
be charged to the ’V account, so have sot endeavored to develop 
supporting information aecesfcary to a firm conclusion regarding 
the propriety of presently recorded unliquidated obligations. 
Pra* the nature of the items, however, it appears that a sub- 
stantial portion, if not all, of these obligation* should apply 
to a fiscal year subsequent to 1938. 
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12. Memerafidsm for th e Controller from Chief, Ft Divi* i&» t 
4*te4 4 Jum Iv:h report* flat ’ It hm» bees clearly stated by 
Hr. Hacey a fid accepted ty tie d-^mm cy that the sorttl operational 
expeeaes, such a* travel, per <(£«*, operational gift* aad 
entertainment t etc. , wore act to be charged to the series re* 
leased by the Bureau of the budget imt were to be charged to 
normal regularly budgeted Agency fusda, ia thi* case the support 
fuada for the cougt ty career eel. *' although soraal operat ii% 
coats occurring daring fiscal rear 1958 and 1959 were segregated, 
oar teat checks revealed that travel of a staff employee, ser- 
ial* station expenses , and a I her itens which appear to he normal 
epar at lag expenses aero charged to the reserve funds during 
fiscal fears l%0 and 1991. 



13. In the absence of definitive obligation decunesta, it 
ws» not possible ia Bang cases te determine that payments sade 
fron project funds in fiscal fears 1959, 194 u, and 1991 were, ia 
fast, the result of F local fear 193® carnal tmeste. that exact aa- 
tlon of representative transactions, however, indicates that as 
much as twenty percent <20%) of project expenditures related to 
obligations of a type nhich aorsally would be charged to a fiscal 
year subsequent to I95f . Isas sack aa the current fiscal year 
(1993) does not ag^ear to be istelved ia any of the charges, 
adjnstaent at this date would appear to serve only a historical 
statistical purpose. Hg, therefore, believe that determination 
as to whether adjustment actios is warranted is a natter for 
resolution between the Comptroller end m Division. (Selected 
examples of the questioned charges are reflected aa Schedule 1.) 



14. A single, aubotsntive file ef document at ion in support 
of detail of expenditures has sat seen maintained as prescribed 
in project approvals • Doc saints in support of field expend! tfcras 
tee Id not, for the most 5 *rt„ bt located. Pocumoats authorizing 
expenditure* were often sot identified to the actus 1 expand i tore? 
by cross rafareace* lames tijatiae of unsupported Headquarters 
payments in the amount of 147,135 revealed that officials had 
to rely on the memory of a staff employee far explsaatisa of 
the payments. 
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w. ** tfeflttik DlviUwi f«t tfetif valisftblft 

«•©» *aut €«optratlcm 4iris| the course of o»r audit. 
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